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1 . THE EMBASSY SOME TIME BACK TRANSMITTED TWO COPIES OF 
PAKISTAN’S LABOR AND SOCIAL WELFARE LAWS TO THE DEPARTMENT 
AT DEPARTMENT REQUEST. WE WOULD SUGGEST THAT RELEVANT 
DEPARTMENT OFFICERS REVIEW THESE DOCUMENTS TO ACQUAINT THEMSELVES 
WITH PRINCIPLES OF PAKISTAN'S LABOR LAWAS AND REGULATIONS AS 

THEY APPLY TO INDUSTRIAL WORKERS. 

2. TO UNDERSTAND THE IMPACT OF PAKISTAN LABOR STANDARDS ON 
INTERNATIONAL TRADE, BELIEVE IT WOULD BE USEFUL TO FIRST 
ILLUSTRATE THE TYPE AND QUANTITY OF PAKISTAN’S MAJOR EXPORT 
COMMODITIES. IN PFY-77 (JULY 1, 1976-JUNE 30, 1977), 
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PAKISTAN’S TOTAL EXPORT EARNINGS WERE $1141 MILLION. 

AGRICULTURAL PRODUCTS, PRINCIPALLY RICE, ACCOUNTED FOR 
60 PERCENT OF EXPORTS FOR PFY-77. MANUFACTURED EXPORTS 
ACCOUNTED FOR ABOUT 37 PERCENT OF THE TOTAL, WITH TEXTILES, 

THE SINGLE LARGEST EXPORT ITEM IN THIS CATEGORY, 

EARNING ABOUT $360 MILLION. TOTAL EARNINGS FOR THIS PERIOD 
FROM OTHER INDUSTRIAL ITEMS EXPORTED WERE MINISCULE AND 
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WILL NOT BE DISCUSSED AS WE BELIEVE THEY HAVE A NEGLIGIBLE 
AFFECT ON INTERNATIONAL TRADE BALANCES. 

3. IT IS GENERALLY FELT THAT IN THE TEXTILE INDUSTRY, 

LAW AND PRACTICE ARE SUBSTANTIALLY THE SAME. A MAJOR REASON 
FOR THIS IS THAT THE INDUSTRY'S LABOR MOVEMENT IS PARTICULARLY 
STRONG, WELL ORGANIZED, AND WILLING TO ASSUME A MILITANT 
POSTURE TO PROTECT ITS BENEFITS, ORGANIZED LABOR IN THIS 
INDUSTRY THUS GENERALLY ASSURES THAT GOVERNMENT AND MANAGE- 
MENT ADHERE TO EXPGTING LABOR AND SOCIAL WELFARE LAWXMS ND 
REGULATIONS. 

4. ONE EXPORT-ORIENTED INDUSTRY WHERE LABOR LAWS DO 
NOT APPLY IS THE HANDLOOM CARPET INDUSTRY. WHICH THE GOP 
DEFINES AS A "HANDICRAFT INDUSTRY." CARPET EXPORTS 
ACCOUNTED FOR ABOUT 12 PERCENT (75 MILLION) OF PAKISTAN'S 
EXPORT EARNINGS IN PFY-77. BECAUSE IT HAS BEEN DEFINED 

AS A HANDICRAFT INDUSTRY, LABOR LAWS APPLICABLE TO OTHER 
INDUSTRIAL WORKERS DO NOT APPLY. THIS MEANS THAT 
CARPET- WEAVERS ARE PAID LESS THAN WORKERS DOING EQUIVALENT 
WORK, CHILD LABOR LAWS ARE IGNORED, AND WORKERS ARE 
NOT PROVIDED THE SOCIAL WELFARE BENEFITS ACCORDED 
INDUSTRIAL EMPLOYEES. THE NET RESULT IS THAT PRICES 
OF HANDLOOMED CARPETS REMAIN COMPETITIVE WITH SIMILAR 
PRODUCTS MANUFACTURED UNDER SIMILAR CONDITIONS FROM 
OTHER COUNTRIES. 
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5. REGARDING LABOR LAWS AND PRACTICES IN GENERAL, IT 
SHOULD BE NOTED THAT UNDER THE PRESENT MARTIAL LAW 
ADMINISTRATION, STRIKES, LOCKOUTS. AND OTHER DISRUPTIVE 
LABOR PRACTICES ARE PROHIBITED. COLLECTIVE BARGAINING 
IS PERMITTED AND, IN FACT, IS ENCOURAGED BY THE MARTIAL 
LAW AUTHORITIES. LIMITED LABOR UNION ACTIVITIES, SUCH 
AS RECRUITING CAMPAIGNS, TRAINING SEMINARS. ETC., ARE 
ALSO PERMITTED. POLITICALLY-ORIENTED LABOR ACTIVITY- 
AS POLITICAL ACTIVITY IN GENERAL— IS PROSCRIBED. 

6. THE EMBASSY FEELS THAT IN THE PRESENT CIRCUMSTANCES 
PAKISTAN’S LABOR LAWAS APPLY TO BOTH EXPORT AND DOMESTIC 
ORIENTED INDUSTRIES, AND THERE IS NO EVIDENCE TO SUGGEST 
THAT THE GOP APPLIES LABOR STANDARDS DIFFERENTIALLY TO 
FAVOR EXPORT OR IMPORT SUBSTITUTING PRODUCTION. WE 
BELIEVE THAT UNDER EXISTING LABOR LAWS (AND PRACTICE) 

IT IS NOT POSSIBLE FOR THE GOP TO MAKE SUCH A DIFFERENTIA- 
TION. AS NOTED ABOVE, THE HANDLOOM CARPET INDUSTRY COULD 
BE CONSIDERED TO BE AN INDUSTRY WHERE THE GOP APPLIES 
DIFFERENT LABOR STANDARDS IN ORDER TO GAIN AN EXPORT 
ADVANTAGE. HOWEVER, SINCE THE AMOUNT INVOLVED IS SO LITTLE, 
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WE DO NOT BELIEVE THIS WILL HAVE MUCH IMPACT ON INTER 
NATIONAL TRADE BALANCES. 

HUMMEL 
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